Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Text 

CONFIDENTIAL 

PAGE 01 STATE 077922 
ORIGIN ARA-14 

INFO OCT-01 ISO-OO EB-08 HA-05 SP-02 USIA-06 AID-05 
NSC-05 TRSE-00 SS-15 STR-07 OMB-01 CEA-01 CIAE-00 
COME-OO FRB-03 INR-10 NSAE-00 XMB-02 OPIC-03 
LAB-04 SIL-01 L-03 H-01 /097 R 

DRAFTED BY ARA/EC A : ACGRAH AM : JRR 
APPROVED BY ARA:JBUSHNELL 
ARA/ECA:RWZIMMERMANN 
EB/ODF:AWATSON (INFO) 

HA/HRMSCHNEIDER (INFO) 

000329 252153Z/70 

P 252122Z MAR 78 

FM SECSTATE WASHDC 

TO AMEMBASSY MONTEVIDEO PRIORITY 

CONFIDENTIAL STATE 077922 

E.O. 11652: GDS 

TAGS: EFIN, SHUM, PORG, UY 

SUBJECT: U.S. STRATEGY ON IFI LOANS TO UTE POWER PROJECT 
REF: A) STATE 476021 : B) MONTEVIDEO 428; C) MONTEVIDEO 
639; D) STATE 15725 

1 . THE INTERAGENCY GROUP ON HUMAN RIGHTS AND FOREIGN ASSIS- 
TANCE AT ITS FEBRUARY 27 MEETING RECOMMENDED THAT THE U.S. 
EXECUTIVE DIRECTORS OF THE IBRD AND THE IDB BE INSTRUCTED 
TO USE THEIR INFLUENCE TO AFFECT THE PROGRESS OF CONSIDERA- 
TION FOR A JOINTLY FINANCED $108 MILLION LOAN FOR THE POWER 
V ELECTRICAL TRANSMISSION LINES PROJECT, DISCUSSED 
REFTELS. THE EXECUTIVE DIRECTORS WILL POINT OUT TO THE 
BANKS OUR RESERVATIONS ABOUT THE HUMAN RIGHTS SITUATION IN 
URUGUAY, AND WILL SUGGEST THAT THE LOAN BE VERY CAREFULY 
STUDIED IN THE LIGHT OF OUR CONCERN. 
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2. OUR RECENT EXPERIENCE WITH OTHER IFI LOANS, WHICH HAVE 
BEEN APPROVED IN SPITE OF OUR OPPOSITION AND NO VOTES, 

SHOWS THAT MERELY VOTING NO DOES NOT LEAD TO IMPROVED HUMAN 
RIGHTS, BUT IT DOES TEND TO WEAKEN U.S. CONGRESS AND PUBLIC 
SUPPORT FOR THE IFIS. WE ARE, THEREFORE, SEEKING A MORE 
COMPREHENSIVE STRATEGY FOR THE SUBJECT URUGUAYAN LOAN APPLI- 
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CATIONS. WE ARE CONSIDERING OTHER APPROACHES IN ADDITION 

TO EXCLUSIVELY THROUGH THE EXECUTIVE DIRECTORS; FOR EXAMPLE, 
ADVISING SELECTED MEMBER COUNTRIES OF THE IDB AND IBRD. 
PARTICULARLY THOSE VISITED BY THE JOINT STATE-TREASURY 
TEAM (REFTEL D), OF OUR OPPOSITION TO APPROVING POWER V 
LOAN UNTIL THERE IS EVIDENCED HR IMPROVEMENTS IN URUGUAY 
AND SOLICITING THEIR AGREEMENT AND SUPPORT IN LIKEWISE 
CASTING NO VOTE. 

3. DURING THE CHIFS OF MISSION CONFERENCE WE DISCUSSED 
STRATEGY ON THIS LOAN WITH AMBASSADOR PEZZULLO. WE 
INITIALLY CONCURRED THAT A DIRECT APPROACH TO THE GOU, 

ASKING THAT THE LOAN BE HELD IN ABEYANCE UNTIL HUMAN RIGHTS 
IMPROVEMENTS TAKE PLACE. WOULD BE COUNTERPRODUCTIVE. ON 
REFLECTION, WE ARE NOW CONVINCED THAT SUCH AN APPROACH WILL 
BE NECESSARY. OUR OPPOSITION TO THE LOAN WILL QUICKLY BE- 
COME KNOWN TO THE GOU THROUGH THE BANKS, AND TO NOT TALK 
ABOUT IT DIRECTLY WOULD BE TO CEDE WHAT LITTLE CONTROL WE 
EXERCISE TO EVENTS AS THEY PLAY OUT IN THE BANKS. 

4. WE ARE OPEN TO SUGGESTIONS AS TO WHETHER THE APPROACH 
TO GOU SHOULD BE MADE IN MONTEVIDEO OR WASHINGTON. A 
MONTEVIDEO APPROACH WOULD ASSURE THAT THE PROPER AUTHORI 
TIES WERE INFORMED OF USG POSITION WITHOUT THE USUAL INTER- 
ESTED PARTY DISTORTIONS. AMBASSADOR'S APPROACH TO MODER- 
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ATES IN THE MILITARY AND CIVILIAN SECTORS COULD APPEAL 
FOR DELAY IN PROCESSING LOAN, MAKING POINTS ALONG THE 
LINES OF: PURPOSE OF USG IS TO BE HELPFUL AND TO AVOID 
PUBLIC CONFRONTATION; OTHER IFI MEMBER COUNTRIES MAY SEE 
WAY TO OPPOSING POWER V LOAN ON HR GROUNDS ALSO, AND AT 
ANY RATE IT COUNTERPRODUCTIVE FOR URUGUAY FOR US TO BE 
LOBBYING THEM AGAINST LOANS; APPROVAL OF LOAN OVER USG NO 
VOTE COULD SERIOUSLY AFFECT CONGRESSIONAL AND PUBLIC ATTI- 
TUDE IN US TOWARD APPROPRIATIONS AND REPLENISHMENTS FOR 
IFIS, IMPACTING FUTURE AVAILABILITY OF THIS VITAL SOURCE 
OF FUNDS FOR ALL LATIN AMERICAN COUNTRIES, INCLUDING 
URUGUAY. 

5. YOUR APPROACH TO THE GOU COULD EMPHASIZE THAT WE HAVE 
UNDERTAKEN THIS CONSULTATION WELL IN ADVANCE OF THE LOAN 
PRESENTATION PRECISELY BECAUSE OF OUR INTEREST IN AVOIDING 
A LAST MINUTE CONFRONTATION IN THE IFIS. THE LEAD TIME 
ALLOWS THE GOU TO TAKE A NUMBER OF STEPS TO IMPROVE HUMAN 
RIGHTS WITHOUT THE APPEARANCE OF RELATING THE ACTS TO IFI 
LOANS. 

6. THE DEPARTMENT CAN, OF COURSE, MAKE THE SAME POINTS TO 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 

AMBASSADOR PEREZ CALDAS, BUT WITHOUT ANY CONTROL OVER HOW 
THE INFORMATION WOULD BE DISSEMINATED THROUGHOUT THE GOU. 

WE COULD ALSO CONSIDER A MUTUALLY REINFORCING DUAL 
APPROACH BOTH HERE AND IN MONTEVIDEO. WE WOULD APPRECIATE 
YOUR COMMENTS AND CONCURRENCE IN AN EARLY APPROACH TO THE 
GOU ON THESE LOANS. 

7. OUR EXECUTIVE DIRECTORS ARE NOW EXAMINING CERTAIN 
TECHNICAL PROBLEMS WITH THE LOAN (ESPECIALLY THE BORROWING 
INSTITUTION) AND WE MAY HAVE ALTERNATIVE FIRST STAGE 
STRATEGY BASED ON TECHNICAL CONSIDERATION. WE SHALL KEEP 
YOU INFORMED ON THIS ASPECT. VANCE 
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